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Cost Controls 


2 . We found management cost conscious and giving considerable 
attention to process improvement and increased efficiency. PSD is 
a leader in the field of developing and patenting new printing 
techniques, especially in computerized photo typesetting. PSD has 
been given a large number of awards under' the Incentive Awards Program, 
and received a Presidential citation for reducing the printing costs 
of I L with an annual saving of $ 80 , 000 . 


3, A possible exception is to be found in the Photography 
Branch where both cost and quality controls stand In need of 
improvement. PSD estimates the cost of each Job in terms of labor, 
materials, and overhead on the basis of ground rules worked out with 
the Office of Finance. Although costs are allocated by customer, all 
are actually charged against FSB’s annual operating budget. The 
approximate allocations by major component for fiscal years 1965 and 
19 66 are as follows: 

DCI 

OD/P 

m/i 

m/sm 

m/s 

Total 

- 5 „ 


SECRET 

Approved For Release 2004/03/15 : CIA-RDP69-00011R0001 0004001 1-7 


! 


i 

i 


25X1 


i 




Approved For Release 2004/03/15 : CIA-RDP69-00011R0001 0004001 1-7 

«*r _ 

3ECSE! 

h. Actually, PSD does not have full control over the Agency * a 
annual printing and reproduction costs. The economies it can effect 
are limited to those that derive from improving its own internal 
efficiency or that can "be negotiated with its customers. The system 
by which costs are allocated against customer requirements is generally 
satisfactory for PSD's internal accounting, but it provides no incentive 
for PSD’s customers to reduce costs by controlling requirements . It 
is in human nature to be less concerned about expenditures that one 
does not have to defend. 

5. We believe that if the customer had to pay for his printing 
services he would be much less likely to submit orders that are not 
essential. A good illustration is to be found in the case of the 
national Intelligence Surveys (HIS), which are compiled by the Office 
of Basic Intelligence. OBI submits to P SB a typed rough draft of 
each of the NIS General Sections. PSD then types, prints, and binds 
it in virtually finished form and returns it to OBI for review by a 
subcommittee of the USIB. This review usually results in major 
Changes and requires the expenditure of additional hundreds of PSD 
man-hours on each such section. The reworking of each section costs 
an estimated $500 to $1,500 depending on the siae of the Job. Sane 
thirty General Sections were published in ft 1966 and about the same 
nunfeer is scheduled for ft 196?. Thus, PSD will spend from $15,000 
to $ 4 - 5*000 per year on a frill that ve think could be foregone. Over 
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the years, PSD has repeatedly questioned OBOE on the validity of the 
need for this duplication of effort hut baa not succeeded in getting 
agreement on a less wasteful arrangement . If OBI had to defend this 
expenditure in its own budget, we think it likely that GEL would he 
mere amenable to recommendations for a more efficient and less costly 
procedure. 

It is recommended that: Ho . 1 

The Deputy Director for Intelligence: 

a. Instruct the Director of Basic Intelligence to 
examine with the Chief, Printing Services Division, 
alternatives to the present method of arriving at a 
finished publication, with a view toward elimi n ating 
double printing operations. 

b. If no acceptable alternative can he agreed 
upon, sUhait to the Executive Direct or-Carptroller 
witten Justification for continuing present practices. 

6. Present procedures for cost allocation and control provide 
little incentive for customers to reduce printing and reproduction 
coats. We discussed possible alternatives with representatives of 
the Office of Planning, Programming and Budgeting. FEB feels, as 
go we, that the most effective way of furnishing incentive to reduce 
costs would be to require customer components to Include printing 
costs in their own budgets. Unfortunately, this seems not to be 
feasible. Most of P3D*s costs are for salaries, which cannot easily 
be fragmented to the users. We agree with PPB’s conclusion that the 
cost accounting cure nay he more painful than the disease. 
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Photography Branch 

T. The Photography Branch of PSD is housed in jerry-built 
laboratories at 


T -which are clearly unsatisfactory . This 


iafeefe will be corrected when the branch ssaree to the sew building 
with its new and wire efficient equljoent, We believe, though, that 
economies and ia^renr^aesta are possible in photographic afpemtioas 


regardless of the nature of the physical plant, 

S, He see distinct evidence of significant indirect or hidden 
coots arising fxm poorly Maintained equipswit, inadequate «»lity 
controls, and insufficient regard fear waste, We gave to Oiief, fBD, 
a list of deficiencies that we were able to identify, ranging fra® 
loose control of solution temperatures to poor aaintesance of sensi- 
tire photographic equipment. Most of these fault* can be attributed 

dir ect ly to a shortage of qualified persosmel* 

9. Graphics Register of the Office of Central Reference is 
P8ffi*s Ingest customer for photographs, m processed 5®0,000 prints 
and 150,000 negatives for Graphics Register last year* The register 
is generally satisfied with PSD'a service; however, there are arewi 
In ^ddeh PSD** support could be isgrewed through closer working 


relations with Graphics Register. 

a. One of these areas is in 19** «•*» * Photography. 
The requir^ents for color photography are rapidly and 
can he expected to continue to expand. As extapl* la f®SAC*s 
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increasing tap reproduction of film on Soviet 

.to** prog w». «e»ut denigrating WB*. current 1**°™™*- 

the Chief of the Graphic. togieter xwfwtfoo. to the 

Inspectors o» the capacity of F® to hoodie th. 

3J 3H40 that cen he #aticipst#d» 

h. About one-half of the prints for Graphic# m&steP mm 

ppoeeased hy three «sw>ercl*l contractors: 

1 PSD is out «juipped to process soa© 

of this oorltln It. own laboratories. (Sophie. togUto-- «-»te4 
to to thht these eaternslly-procewed print, are of mmm. V*>** 
mi deliwrlc. are eoowba* erratic. We dl.oua. the eecorlty 
oqooto of these .eternal proceeding arrmgaeeirt* In a eub- 
%% MC&1&8 of SOCVETl'ty# 

e. Both Graphics Begiater and PSD log th* photographs eent 
«d resolved fro. the contractor.. This seen, to u. « be 

.. duplication. If thla lagging «» eltatoatod In PSD 

the photographic scheduler and the elert In «® «•» •*“* ne * rW 

foil ties oo thla task Mold be *»•* *» aamT 

d. Because not all of OMShlea aagleter'o pereeanel arc 

,nf- to jntee the *»llty of prlnta and «**»*»“• 

ff aeeeet Inferior ihotagwshe- They wold profit 

fro. eloaer contort alto and orlentotlon by *® photo-technlclan.. 
onghloe Saglster hae its own Internal facilities for 
«r«h ,M. J*e. With the •* of W> to U. — 
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adjacent to the Headquarters B ui lding # there should he 
no need for Graphics Register to retain Its photo processing 
capability. We believe e decision should be reached now as 
to the future of the Graphics Register personnel sad equipment 
involved. 

f . PSD uses special equipment to slisdnate the black line 
that appears on prints of photography taken with the fO ailli- 
neter canera. We find that Graphics Register considers this 
operation unne cessary; yet, PSD has spent thousands of sen-hours 
an it in recent years. Closer collaboration between Graphics 
Register and PSD could have eliaiaated the operation long ago. 


It is rscoanandcd that: 


Ho. 2 


jhe Deputy Director for Intelligence charge the 
Chief, Graphics Register, with responsibility for arriving 
at actually satisfactory arraagenents with the Chief, 
Printing Services Division, regarding the following? 

a. PSD 1 * capacity to aeet increasing requirements 
for color and notion picture photography. 


b. Inprovenent la delivery tine# to Graphics 
Register, especially of prints *ede under contract 


e, quality control of photographs delivered to 
the Graphics Register. 

d. lagr ovin g the skills of Graphic* Regis ter 
personnel in Judging the quality of photographic 
products. 
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- miainatiou of duplicate bftaflllafi ptotography 
* ** * •****- 
t. Elimination of 

proceaalag facilities item TtinUng Services Mrisim 
mm to 11® aew I w &l & i n g. 
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